not only results in economic loss and social disruption for we (primarily farmers) , but it threatens to destroy the economic entire communities and regions. Ground-water mining and its j economic consequences are not necessarily bad. Not to mine a ground-water resource may mean to forego economic activity whi if temporary, may add substantially to the nation's productiv; the very least, however, the inevitable resource depletion anc associated economic decline should be anticipated and managed so that the human and economic costs are minimized. Unfortunc existing ground-water allocation institutions are usually ina( tools for achieving such rational resource management.
Ground-water laws in most states permit landowners to exp! resource at rates which do not manage the resource economical] Indeed, as water tables fall, landowners are motivated to use water even more rapidly in order to get as much of it as poss] before the costs of doing so rise higher, as they inevitably \
Many other ground-water problems are caused, or at least inadequately dealt with, by existing institutions. However, : important to analyze the reasons why such problems occur and i than it is to describe them at length.
In the United States, conflicts over the use of scarce res are predominantly resolved by our system of private property i market exchange. In this system, those who need the resources control by purchasing user rights. This approach dispenses w3 need for centralized control by creating incentives for indivi act in the best interests of the entire society without coercj mandates. The system can, however, be distorted and fail to 1 in the best interests of all of its members. Moreover, charac of the ground-water resource itself give rise to two sources c failure, which merit discussion here.
Water, whether in the ground, on the earth's surface, or i atmosphere, is a transient resource. Because of its physical the resource is mobile and difficult to reduce to possession, water use in one place is likely to affect water use in other by altering the quantity, quality, or timing of resource avail But because water is a transient resource, property rights to difficult to define. They can usually be defined only as righ divert or pump at a particular rate, and not as rights to this specific and identifiable unit of water.
Unless water rights can be defined, they cannot be bought sold. The absence of property rights creates what economists externalities, which are activities that are not priced and ai undervalued by the market system.  In this instance, the fugit nature of water helps to create spatial externalities which, j lead to inappropriate water use.  For example, ground-water pi lower water tables and impose costs on other water users. Hov is difficult to define the rights of those other users in such to permit market institutions to encourage the proper rate of by each user. Spatial externalities, due in part to the fugitground water for irrigation isally a subdued replica of surface topography. Water move below the water table is along flow paths from recharge areas to limited, however, little is known of this phenomenon.
